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Rising U.S. Interest Rates 


On August 23, 24, and 27, the Board of Governors of 
the Federal Reserve System approved increases from 254 
per cent to 3 per cent in rediscount rates for 9 of the 12 
reserve banks. (The rate had been raised to 3 per cent 
at 2 other banks in early April.) The rise brings the 
rediscount rate into line with open market rates. During 
the past two weeks, the prime rate of commercial banks 
(i.e., the rate charged the largest borrowers with the 
best credit ratings) rose from 3%4 per cent to 4 per 
cent; the rate for commercial paper, from 3 per cent to 
3% per cent; and the rates for securities loans, from 
4 per cent to 414 per cent. The yield on new U.S. Treas- 
ury bills sold during the second half of August has been 
about 2.82 per cent, the highest since March 1933. 

The advance in the rediscount rate reflects increasing 
concern over rising prices and excessive demand for 
loanable funds. The capital markets have been under 
heavy demand for long-term funds in recent months, 
and yields on high grade corporate bonds have advanced 
from about 3.10 per cent in the first quarter of 1956 to 
about 3.50 per cent in August, while the yield on the 
longest term Treasury bond has risen from 2.95 per cent 
to over 3.20 per cent. Several new flotations of high 
grade corporate bonds have carried rates of more than 
4 per cent. As a consequence, some proposed security 


flotations have been postponed, and banks have been 


Europe 
EPU Settlements for July 1956 


The settlement operations of the European Payments 
Union for July 1956 covered a total of net surpluses or 
deficits of 172.5 million units of account (1 unit of 
account—US$1), i.e., 
vious months. The total, excluding the half-yearly inter- 
est payments, in June amounted to 144.3 million units, 


and in May to 119 million. The expansion in July was 


considerably more than in pre- 


due mainly to the substantial deficits incurred by France 
and the United Kingdom. 

The net surpluses or deficits of the EPU member coun- 
tries for May, June, and July 1956 are shown in the ac- 
companying table. Creditor countries are presented in 
descending order, and debtor countries in ascending 
order, of their respective cumulative creditor or debtor 
positions vis-a-vis EPU. 


asked for financing that is normally accomplished 


through the security markets. 

The strong demand for loan funds has been accom- 
panied by a policy of restraint on the part of the Board 
of Governors of the Federal Reserve System and, as a 
consequence, bank reserve positions have tightened. 
“Negative free reserves’—the amount by which borrow- 
ings of some member banks exc eed the excess reserves 
of others—moved from about $260 million in January 
and February 1956 to about $500 million in May; after 
declining during the period of the steel strike in July to 
around $140 million, they advanced again to $300 mil- 
lion in August. 


Commercial, industrial, and agricultural loans of 


weekly reporting member banks at mid-August were 20 
per cent higher than a year earlier. The expansion in 
1956 has resulted primarily from demand by manufac- 
turers to help finance their capital equipment expendi- 
tures and to build inventories. Demand for funds to 
finance housing construction and purchases of consumer 
durable goods has been smaller than in 1955, as the con- 
struction pace has slowed and consumers have increased 
their repayments on installment credit. 


Sources: Board of Governors of the Federal Reserve 


System, Federal Reserve Bulletin, Washington, 
D.C., July 1956; The Journal of Commerce, 
New York, N.Y., August 24 and 28, 1956. 


Net Surpluses (+) or Deficits (—) in EPU 


(Jn millions of units of account) 


May June July 
1956 1956 1956 
Creditor Countries 


Germany, Fed. Rep. +86. +114.% 


Belgium-Luxembourg +11. + 40. 


+ 106.6 

+ 25.8 
Netherlands ~35.§ —37. ~19.0 
+13.1 
Austria 1.3 +1, +14. 


Switzerland 10. +65.¢ 


> 
> 
Sweden 12. +65.§ +3.3 


Debtor Countries 
Iceland 
Portugal 
Turkey 
Norway 
Denmark 
France 
Italy 
United Kingdom 
Greece (quota blocked) 





As in previous months, the Federal Republic of Ger- 
many was the main creditor. Austria, which after many 
months of deficits had shown a small surplus in June, 
had a larger one in July, owing in part to higher receipts 
from tourism. For the same reason, Italy had a surplus 
in July, which contrasts with the rather substantial 
deficit in June. 

France continued to have the largest monthly deficit; 
the second largest was the U.K. deficit, which was sharply 
above that for June. Since December 1955, France had 
covered its deficits fully by gold payments, but in July 
it resorted again to the 25 per cent credit from EPU to 
which it is entitled. Portugal, Greece, and Turkey cov- 
ered their July deficits fully through gold payments. 
Ziircher Zeitung, Ziirich, 
August 18, 1956. 


Source: Neue Switzerland, 


Security Sterling Exchange Rate 

The recent selling of U.S. Treasury bills in the London 
market by the Exchange Equalization Account has pulled 
down the premium on dollar securities from nearly 7 
per cent to 31% per cent. This premium represents the 
differential over current U.S. and Canadian stock ex- 
change prices which residents of the sterling area pay 
to buy dollar securities. At the same time, the discount 
on security sterling (e.g., in New York) has decreased 
by a similar amount. Before the recent sales of U.S. 
Treasury bills, this category of sterling was quoted as 
low as $2.601. the lowest since the fall of 1952 and 
representing a discount of nearly 7 per cent on the parity 
rate. The discount is now less than $0.10, or about 31% 
per cent of the parity rate. 

The premium on dollar securities in London and the 
discount on security sterling are closely related, primar- 
ily because of market operations originating from cer- 
tain markets within the sterling area, such as Kuwait 
where the writ of exchange control does not fully run. 
\ financial institution operating a Kuwait account—it 
may even be a Swiss or Netherlands house operating 
through a Kuwait name—has several alternatives for 
converting a dollar holding into sterling and will choose 
the cheapest route. It may buy dollar securities in New 
York, sell them in London, and collect the London pre- 
mium; or it may buy security sterling in New York at 
a discount. The sterling that the operator receives by 
either route becomes resident sterling, and can be used 
to pay for current transactions in the sterling area. 
Operations of this kind are believed to keep the rate 
for security sterling and the London dollar premium in 
step with one another. 

Sources: The Economist, London, England, August 11 


and 18, 1956. 


irish Central Bank Purchases of U.S. Dollars 


U.S. currency and U.S. Government securities have 
been added to the list of the forms of asset in which the 
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Legal Tender Note Fund may be held by the Irish Cen- 
tral Bank. Previously, dollars sold by tourists were sent 
by the commercial banks to London, as the Central Bank 
had no power to buy them. 


Source: The Times, London, England, August 24, 1956. 


Current Harvest Estimates in France 


Preliminary estimates, as of the beginning of August, 
of the current harvest in France, indicate that, as a re- 
sult of severe winter frosts, total agricultural output for 
1956 will be lower than in 1955, but not so low as pre- 
dicted at the end of the winter. The wheat harvest is 
expected to be 49 million quintals (1 quintal=100 
kilograms), against 104 million quintals in 1955, and the 
Government has already decided to import 15 million 
quintals of wheat. A good harvest of the secondary 
cereals (barley, rye, oats, and corn) is expected. Vege- 


table and fruit production and output of dairy products 
are estimated as about the same as in 1955. The outlook 


for potatoes and sugar beets is favorable. The vine crops 


are expected to be approximately 13 million hectoliters 
less than in 1955. 


Source: Le Monde, Paris, France, August 19, 1956. 


Netherlands Discount Rates 


The Netherlands Bank on August 25 raised the official 
discount rate for eligible Treasury and commercial paper 
for commercial banks from 3 per cent to 3.25 per cent. 
For promissory notes, the rate was raised from 3.50 per 
cent to 3.75 per cent; for advances on current account 
and loans to business and individuals, from 4.50 per cent 
to 4.75 per cent; and for other advances, from 3.50 per 
cent to 3.75 per cent. On February 7, 1956, the official 
discount rate had been raised by 0.50 per cent (see this 
Vews Survey, Vol. VIII, p. 253). 

The Netherlands Bank stated that its decision to raise 
rates by 0.25 per cent was taken in view of the recent 
decision to increase the discount rate in New York, and 
also of the fact that, for some time, the discount rate on 
three-month Treasury paper on the market in Amsterdam 
has been equal to the “bank rate.” 

Source: Het Financieele Dagblad, Amsterdam, Nether- 


lands, August 27, 1956. 


Danish Harvest Prospects 


According to the latest official harvest forecast, Den- 
mark’s total grain crop this year is estimated at 4.5 mil- 
lion metric tons, which is 0.15 million tons above last 
year’s harvest. For root crops, the increase will be even 
larger. 

Denmark’s need for grain imports is likely to decline 
by 0.15 million tons in the coming year, which will 
mean a saving of DKr 75 million in foreign exchange. 
The beet crop will make possible smaller imports of oil 
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cakes. The total foreign exchange outlay for agricultural 

raw materials may be DKr 100-150 million less than 

last year. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 24, 1956. 


Ship Construction in Sweden 


Ships on order or under construction at Swedish yards 
on July 1, 1956 totaled 2.15 million gross tons, one of 
the highest figures on record. On January | this year, 
orders totaled 1.6 million tons, and three months late: 
they had grown to 1.8 million. 

Norway, as usual, is the best customer of the Swedish 
shipbuilding industry; it accounts for nearly one half of 
the tonnage under construction or on order. About 35 
per cent of the total will go to Swedish shipowners. The 
remaining 15 per cent represents orders from some ten 
countries, including the United Kingdom and the United 
States. 

Orders for 78 vessels, totaling about 740,000 gross 
tons, were received during the first half of 1956. The 
leading shipyards are prepared to make substantial cap- 
ital investments in order to meet the increased demand 
for larger ships. Efforts to streamline production meth- 
ods are being stepped up, spurred not only by competi- 
tion from foreign yards that pay lower wages, but also 
by rising steel prices and the shortage of labor. 

Source: The American-Swedish News Exchange, Inc., 
News from Sweden, New York, N.Y., August 22, 


1956. 


Finnish Budget 


Finland’s Minister of Finance in a recent speech 
painted a gloomy picture of the government finances. 
The Treasury's cash position has never been so weak 
as it was this summer. Preliminary calculations show 
that this year’s total revenue may be about Fmk 253-257 
billion, representing an increase of about Fmk 18-22 bil- 
lion over 1955. Expenditure is expected to reach at least 
Fmk 256-259 billion, but these calculations do not take 
into account possible increases in subsidies to farmers 
this fall. On the more pessimistic assumption, the budget 
would show a deficit of Fmk 6 billion this year; if the 
more optimistic assumption should prove true, there 
would be a surplus of about Fmk 1 billion. However, 
the Treasury's cash position at the end of the year would 
be appreciably worse than suggested by these figures. At 
best, the cash deficit would be Fmk 2.2 billion, and at 
worst as much as Fmk 9.4 billion. 

Concerning the outlook for next year’s budget, the 
Minister mentioned additional expenditure commitments 
for salary increases for civil servants, a new old age 
pension scheme, and export bonuses. The Minister has 


little hope of reducing expenditure. If subsidies were 
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abolished, expenditure would be cut by Fmk 23-24 billion. 
But during recent discussions concerning a solution to 
the economic problems of Finland, it had not been pos- 
sible to make any substantial adjustment in subsidies; 
on the contrary, the impending agreements might lead to 
increases in some of them. 

Source: Hufvudstadsbladet, Helsinki, Finland, August 20, 
1956. 


Italian Development Program 


The formation of an Inter-Ministerial Committee for 
the sector-by-sector implementation of Italy’s ten-year 
development program, the Vanoni plan (see this News 
Survey, Vol. VII, p. 213), has been announced by the 
Prime Minister. One of the questions that will have to 


be considered by the Committee concerns the sources 


of finance (foreign capital, budgetary resources, and 
private investments) for the various projects to be under- 
taken. It is reported that the Committee will also have 
to deal with such questions as methods for reducing the 
budget deficit and meeting the Treasury bond maturities 
that will fall due in the next few years. 

According to a statement by the Minister for the 
Economic Development of Southern Italy, the total of 
net investments in the so-called “propulsive” sectors, i.e., 
igriculture, public utilities, and public enterprises, in the 
building sector, in industry, and in tertiary activities 
should amount to Lit 24,337 billion (US$389.4 billion) 
during the ten-year period. In addition, there will be 
investments financed by means of amortization, estimated 
at Lit 10,770 billion ($172.3 billion). Thus, in the 
period covered by the Vanoni plan, aggregate investments 
will reach Lit 35,107 billion ($561.7 billion). 


Sources: /l Sole, Milan, Italy, July 27 and 29, 1956. 


West German Foreign Trade Banks 


A recent order issued by the Bank deutscher Lander 
has extended to all West German credit institutions the 
privilege of carrying out banking operations in connec- 
tion with foreign trade and payments. Such foreign 
business transactions had hitherto been restricted to the 
so-called Foreign Trade Banks, which had received the 
necessary authorizations on an individual basis. All 
credit institutions interested in making use of this new 
order are to report to their Land Central Bank; the term 
Foreign Trade Bank thus ceases to have any particular 
meaning. 

Source: Bank deutscher Lander, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, August 22, 


1956. 


Industrial Wages in West Germany 


Average gross hourly earnings of male and female 


labor in industry in West Germany reached an all-time 
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high of DM 1.97 in May 1956. They have exactly 
doubled since the currency reform in the summer of 
1948, when average hourly industrial earnings were a 
little more than DM 0.98. Hourly wages rose by 11.8 
per cent between May 1955 and May 1956. In May 1956, 
the index reached 237.8 (1938=100), against 232 in 
February of this year and 218.3 in May 1955. 

Weekly earnings have risen even more sharply, owing 
to a longer working week; their index in May was 242.9 
(1938=100). Average monthly earnings of male in- 
dustrial workers amounted to DM 446 in May 1956, and 
the average for female workers was DM 259. 

Source: Bank deutscher Lander, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, August 24, 


1956. 


Report on West German Finances 


The Ministry of Finance of the Federal Republic of 
Germany reports that the fiscal year 1955-56 ended with 
an accounting deficit of DM 3.95 billion. While cash ex- 
penditures in the budget year were DM 3.07 billion less 
than had been estimated, obligations, amounting to 
DM 7.3 billion, were carried over to the 1956-57 budget. 

According to this report, the main characteristics of 
federal finances in 1955-56 were as follows: Consider- 
able armament expenditures were earmarked, but, con- 
trary to expectation, only DM 95 million of the budget 
allocation of DM 5.21 billion was actually spent. More 
than DM 900 million of the German contribution to the 
cost of maintaining occupation troops has not been paid 
out. Tax receipts exceeded budgetary estimates by 
DM 1.3 billion, or 5.5 per cent; it is pointed out that this 
amount almost equals the sum which was to have been 
raised by government borrowing. 

The report adds that, although public funds continued 
to grow in fiscal 1955-56, they merely represent an in- 
crease in payment obligations and a carry-over of remain- 
ing obligations. 

Source: Handelsblatt, Diisseldorf, Germany, August 6, 
1956. 


German Inferzonal Trade 


German interzonal trade in the first half of 1956 was 
13 per cent greater than in the comparable period last 
year. The total turnover was 622.7 million units of ac- 
count, with imports and exports of goods and services 
approximately in balance (1 unit of account=DM 1). 
The four special accounts through which payments are 
recorded nevertheless showed a balance of over 40 million 
units of account in West Germany’s favor. East German 
deliveries of agricultural produce, mineral oil products, 
coal, and other mining products nearly doubled, whereas 
deliveries of textiles, engineering products, chemicals, 


paper, glassware, and earthenware rose by only 6 per 
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cent. East German press reports that commodity lists 
involving a volume of trade amounting to 1 billion units 
of account have already been agreed for 1957 are not 
confirmed by the West German Ministry for Economic 
Affairs. The latter states that a reply is still awaited 
from East Germany regarding the proposal for the settle- 
ment of the outstanding debt by cash payments in 
deutsche mark at half-yearly intervals. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, August 2, 1956. 


Greek Public Revenue 


Greece’s public revenue (ordinary and extraordinary ) 
amounted to Dr 10,225 million in the first 12-month period 
(July 1955 to June 1956) of the current 18-month fiscal 
year (see this News Survey, Vol. IX, p. 11). Although 
revenue lagged behind the estimate of Dr 11,990 million, 
it exceeded revenue in the preceding year by 7.3 per 
cent. Ordinary revenue in 1955-56 was Dr 9,273 million, 
compared with Dr 8,029.1 million in 1954-55. A decline 
in the income tax yield was more than offset by higher 
receipts from indirect taxes, especially customs duties 
and related taxes as well as consumption taxes. Customs 
duties and special contributions on imports in 1955-56 
were 45 per cent higher than in 1954-55, as a result 
primarily of the upward adjustment of customs duties 
and other taxes on many imports but also of larger 
imports. 

Source: Oikonomikos Tahidromos, Athens, Greece, Au- 
gust 16, 1956. 


Middle East 


Israel's Budget 


Israel’s budget results for the first quarter (April-June 
1956) of the fiscal year 1956-57, announced recently by 
the Treasury, show government revenue at 1£194 million 
and government expenditure at [£197 million. In the 
ordinary budget, receipts were 11.4 per cent and expen- 
diture 8.3 per cent below the estimates; in the develop- 
ment budget, receipts were 11.8 per cent and expenditure 
10.1 per cent higher than the estimates. 

While the ordinary and development budgets were 
practically balanced, the special defense fund and de- 
fense levy budgets showed a considerable deficit; for the 
entire fiscal year 1955-56 and the first quarter of 1956-57, 
taken together, this deficit amounted to I£56 million. 
Receipts of the defense fund during the period April-June 
1956 were only 1£1.2 million; this low figure is attributed 
to the fact that the Defense Tax Law was passed only on 
May 22, and that the first payroll deductions were made 
in June (see this News Survey, Vol. VIII, p. 376). 
Source: The Jerusalem Post, Jerusalem, Israel, August 16, 


1956. 
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Israel's Trade Balance 


Israel had a trade deficit of 1£218.3 million in the 
first half of 1956; imports amounted to [£329.6 million 
and exports to 1£111.3 million, according to figures re- 
cently published by the Central Bureau of Statistics. A 
comparison with the first half of 1955 shows that while 
exports were I£12.8 million more this year, imports 
increased by 1£38.1 million; the trade deficit therefore 
was [£25.3 million greater than in the corresponding 
period of last year. 


Source: The Jerusalem Post, Jerusalem, Israel, August 17, 


1956. 


Far East 
Indian Exchange Control Regulations 


Effective September 3, 1956, authorized dealers in 
India may deal in U.S. dollars and Canadian dollars at 
rates to be determined by market conditions. As in the 
case of other currencies, all spot transactions between 
banks and their customers and between authorized deal- 
ers must be effected at or between the official buying and 
selling rates of the Bank of England. Authorized dealers 
are also permitted to deal in forward exchange trans- 
actions at market rates. 

Source: Reserve Bank of India, A.D. Circular No. 8, 

Bombay, India, August 10, 1956. 


Indian Food Policy 


More than 10,000 fair-price shops are to be opened 
by the Government of India in towns and rural areas 
throughout the country. Rice will be sold at these shops 
at a minimum of Rs 16 (US$3.36) per maund (82 2; 
pounds). A series of fiscal and monetary measures, 
including further restrictions on bank advances, are 
envisaged. Dealers may be required to declare their 
stocks. State Governments will be requested to give the 
highest priority to those short-term food production 
programs which will yield the quickest results. 

The Indian authorities hope to import about 1 million 
tons of wheat and at least 500,000 tons of rice by the 
next spring harvest in March-April 1957. About 160,000 
tons of wheat are scheduled to arrive in Indian ports 
within a month. In addition to purchases through normal 
trade channels, negotiations are in an advanced stage 
for a $350 million loan from the United States, which 
will enable India to procure 3.5 million metric tons of 
wheat and 500,000 bales (480 pounds each) of raw 
cotton under the U.S. aid program. 

For the week ended August 4, the wholesale price index 
for food articles was 392.5 (year ended August 1939= 
100), compared with 315.7 for the week ended August 6, 
1955, an increase of 24 per cent. 

Source: The Times of India, Bombay, India, August 24, 


1956. 


Laos Foreign Trade in 1955 


Laos had a foreign trade deficit of 572 million kips 
(US$16.3 million at the official rate of 35 kips per 
dollar) in 1955, since imports amounted to 647 million 
kips ($18.5 million) while exports were only 75 million 
kips ($2.1 million). The principal customers were Viet- 
Nam and Thailand, whose imports from Laos were valued 
at 38 million kips and 36 million kips, respectively. 

Thailand headed the list of suppliers, with products 
valued at 226 million kips. Next in order were France 
and French North Africa (178 million), Japan (51 mil- 
lion), the United States (39 million), Hong Kong (34 
million), Indonesia (19 million), and the United King- 
dom (15 million). 

The main exports from Laos were wood and wood 
products, coffee, and foodstuffs. 
More than four fifths of its imports consist of foodstuffs, 
textiles and products, machinery and vehicles, and metals 
and metal products. 


minerals, benzoin, 


Source: Ministére des Finances, Direction de la Statis- 
tique Générale du Laos, Bulletin Statistique du 
Laos, Fourth Quarter 1955, Vientiane, Laos. 


Tobacco Production in Taiwan 


Domestic production of tobacco in Taiwan increased 
from an annual average of 6 million pounds during 
1935-39 to 25.8 million pounds in 1954 and 33.5 million 
pounds in 1955, a record figure. Since tobacco produc- 
tion, all flue-cured since 1952, has not been sufficient to 
meet the annual requirements of the Bureau of Tobacco 
and Wine Monopoly, increases in acreage are planned, to 
19,768 acres in 1956 and 23,475 acres in 1957, in con- 
trast to about 15,000 acres during the past two years. 
Source: Department of Agriculture, Foreign Crops and 

Varkets, Washington, D.C., August 6, 1956. 


Japan's Foreign Exchange Earnings from 1955 Exports 


The ratio of Japanese foreign exchange earnings ((.e., 
the ratio between net and gross foreign exchange earn- 
ings) from exports in 1955 averaged 78.8 per cent; in 
1954, the ratio had been 77.1 per cent. On the basis of 
the 78.8 per cent ratio, the gross foreign exchange earn- 
ings in 1955, based on customs figures, equivalent to 
US$2,010 million yielded a net figure of $1,583 million. 
The factors mainly responsible for this improvement 
were a higher degree of processing of export commodities, 
and increased exports of heavy industrial products (mo- 
torcars, bicycles, sewing machines, and trucks) and of 
chemical products (ammonium sulphate and soda ash) 
whose earning rates are higher than others. 

There was a substantial increase in net foreign ex- 


change earnings from exports of textile goods as a whole 
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because of expanded exports of those textiles whose rates 

of earnings are high (mixed worsted yarn, woolen fab- 

rics, rayon fabrics). Iron and steel products, however, 

showed some decline in their earning rates, as a result 

of increased costs of raw materials. 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, August 11, 1956. 


Japanese-French Agreement on French Franc Bonds 

Final agreement was reached on July 27 by the Japa- 
nese Government and French bondholders on the settle- 
ment of the 4 per cent 1910 Japanese State Loan of 450 
million gold francs. The final agreement—taking into 
account the recommendations of the Swedish mediator, 
von Steyern—provides for increasing twelve times the 
values of principal and interest, extending the final 
redemption of the principal over 15 years from the orig- 
inal termination date of 1970, and spreading over the 
next 10 years part of the interest payments in arrears. 
As an alternative solution, the Japanese Government 
offers to bondholders desiring immediate repayment of 
principal and interest a lump sum of 9,496 francs (in- 
cluding unpaid interest) for each original 500 franc 
bond. 
Le Monde, Paris, France, June 8, 1956; The 
Japan Times, July 10, 1956, and Bank of Japan, 
Letter, 1956, Tokyo, 


Soure es: 


Fortnightly 
Japan. 


August 1, 


New Construction Starts in Japan 


New construction starts in Japan during the first four 
months of 1956 covered an area of 137 million square 
feet, about 18 per cent more than in the corresponding 
period of 1955. The increase in construction activity 
has been principally in respect of industrial factories 
and commercial buildings, reflecting the generally rising 
investment activity. 

Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, July 14, 1956. 


Indonesian Export Bonuses 


Additional information relating to Indonesia’s new 


export bonus system (see this News Survey, Vol. IX, 
p. 46) 


products are paid in the form of negotiable certificates 


indicates that the bonuses on various export 


for foreign exchange ranging in value from 3 per cent 
to 20 per cent of the f.o.b. value of the export products. 
These certificates may be used for the importation of 
certain products for which no foreign exchange was 
previously made available, for travel abroad, and for 
certain other yet unspecified purposes. It has been 
reported that importers are ready to pay up to 200 per 
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cent of the rupiah value of these certificates, which were 
introduced on August 6. 


Source: The Journal of Commerce, New York, N.Y.. 
August 10, 1956. 


Indonesia-U.5.5.R. Trade Agreement 


Indonesia and the U.S.S.R. concluded on August 12 a 
one-year trade agreement under which Indonesia will 
supply about 25 different commodities, including rub- 
ber, copra, coffee, tea, sugar, kapok, rattan, and hides, 
and the U.S.S.R. will supply machinery, transport vehicles, 
textiles, and other manufactures. The list of Indonesian 
goods to be purchased by the Soviet Union can be ex- 


tended to other goods. Unlike Indonesia’s trade agree- 


SEVENTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the seventh in the series prepared 
in accordance with Article XIV of the Fund Agree- 
ment. It points out that the world payments situa- 
tion in general continued to show improvement, and 
that progress in the relaxation of restrictions was 
probably greater in 1955 than in 1954. Many coun- 
tries reduced their restrictions, and even those faced 
with balance of payments difficulties were able, for 
the most part, to avoid the reintroduction of exchange 
restrictions, using instead fiscal and monetary meas- 
ures. There was a corresponding lessening of em- 
phasis on discrimination and strict bilateralism and, 
in some countries, decreased reliance on multiple cur- 
rency practices. The Report indicates the increased 
international use of the transferability of certain 
leading currencies and the simplification of exchange 
controls, and gives examples to show the trend away 
On the other hand, it is pointed 
out that most countries still retain the machinery of 


from bilateralism. 


exchange control, and that many discriminatory re- 
strictive practices still remain. 

The second part of the Report consists of a series 
of country surveys describing the exchange systems 
of all Fund members, 11 of which do not have any 
exchange restrictions under Article XIV of the Fund 
Agreement. Comparable surveys of the exchange 
systems of certain nonmember countries are also in- 
cluded. These surveys are divided under various 
headings giving the basic exchange rates, the nature 
of the exchange system, the authorities that adminis- 
ter the controls, the arrangements which apply to 
settlements with other countries, the operation of 
the accounts of nonresidents, and the requirements 
affecting payments for import, export, invisible, and 
capital transactions, and concludes with a chrono- 
logical listing of the more significant changes in ex- 
change practices that took place during 1955. 


The Report is available without charge. 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 
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ments with other Eastern European countries, this agree- 
ment provides for payments to be made in sterling. The 
agreement further provides that the commodities will 
be transported by both Indonesian and Soviet ships. 

It is reported that, during the negotiations culminating 
in this trade agreement, the question of Soviet credits to 
Indonesia, in both the private and government sectors, 
was also discussed. It is understood that Soviet credits 
to Indonesia will be extended on practically the same 
conditions as those governing the credits to India, i.e., 
the credits will be extended for both short-term and 
long-term periods, with interest of about 24% per cent 
per annum. The Soviet Union has also offered technical 
aid to Indonesia; in this connection, it is reported that 
Indonesia will submit concrete schemes for which such 
aid is required. 

Source: /ndonesian Observer, Djakarta, Indonesia, Au- 
gust 15, 1956. 


Philippine Shipping Industry 


The Philippine Government has established its own 
shipping line, the Philippine National Lines, to be oper- 
ated by the National Development Company, a govern- 
ment corporation, for trade with ports in the Far East 
and on the east and west coasts of the United States. 
The line will start service with three government-owned 
ocean freighters, which were built in 1950. The De La 
Rama Steamship Company has been operating these ships 
on lease from the Government. 

Under the Overseas Shipping Act of 1955, P 20 million 
(US$10 million) was authorized for the purchase of 
ships. The President of the Philippines has authorized 
the National Development Company te start negotiations 
for the purchase of ocean-going vessels. It is also re 
ported that the Government will attempt to acquire ocean- 
going ships from Japan as part of the reparations settle- 
ment. 
Sources: Philippine Association, Philippine Newsletter, 
New York, N. Y., July 5 and August 9, 1956. 


United States and Canada 
U.S. Cotton Exports 


U.S. exports of cotton during the 1956-57 season may 
be more than double the 2.1 million bales currently esti- 
mated for 1955-56. Stocks of cotton abroad are low, and 
the Commodity Credit Corporation of the Department 
of Agriculture has already sold 2.9 million bales for 
export under the 1956-57 disposal program. The export 
price has averaged 25-26 cents per pound, compared with 
the 1956 support level of 31 cents. 

The 1956 cotton crop is estimated at 13.6 million 
bales, 8 per cent below the 1955 crop. Cotton acreage 
for 1956, estimated at 16.5 million acres on July 1, is the 


smallest on record. Acreage to be removed under the 


7] 


soil bank program may reduce this figure by about 41 
per cent, or 750,000 acres. 

Sources: Department of Agriculture, The Cotton Situa- 
tion, July 27, 1956, and Cotton Production, 


August 8, 1956, Washington, D.C. 


Canadian Grain Position 


Canadian wheat exports during the 1955-56 crop year, 

which ended in July, were 262 million bushels, well 
above the 207 million bushels exported last year and 
the highest figure since 1952-53. Exports of rye and 
flaxseed also rose last year, but shipments of barley and 
oats decreased substantially. The carry-over of wheat 
into the current crop year was 527 million bushels, 
against 500 million a year ago, and stocks of coarse 
grains were also higher. According to official forecasts, 
better-than-average grain harvests are expected in the 
Prairie provinces this year. 
The Globe and Mail, Toronto, Canada, Au- 
gust 16, 1956; Dominion Bureau of Statistics, 
Weekly Bulletin, Ottawa, Canada, August 24, 
1956. 


Sources: 


Latin America 


Uruguayan Exchange System 


A decree published on August 16 indicates the sched- 
ule of prior deposits authorized under the Uruguayan 
exchange system that became effective August 4 (see 
this News Survey, Vol. IX, p. 47). 


will represent 50 per cent of the c.i.f. value for raw 


These prior deposits 


materials and fuels, 75 per cent for construction materials, 
and 30 per cent for certain fuels considered essential. 
[he deposits must be made at the time of application 
for import permits, but they will be returned if the 
transaction is not completed. For items to be imported 
through the certificate market, the deposit required will 
be calculated on the basis of the certificate quotation of 
the previous day. Government imports will be made 
without prior deposits. 

[he commercial free market under the new system 
At this 
level, the effective mixing rate for greasy wool, the prin- 


opened with the U.S. dollar selling at 4.10 pesos 


ipal Uruguayan export commodity, is 1.777 pesos per 
dollar, which represents a 3 per cent devaluation from 
the rate of 1.729 pesos previously in effect. The effective 
export rates for scoured wool. wool tops, wheat, and 
flour are not yet known. 

Source: El Bien Publico (Weekly Edition), 


Montevideo, Uruguay, August 21. 1956. 


Airmail 


Estimate of Argentine Exports 


\rgentina’s agricultural exports this year are expected 


to be about equal in value to those of 1955, according 
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to a survey published by the U.S. Department of Agri- 
culture. The recently harvested wheat crop has been 
officially estimated at 177 million bushels, 106 million 
below the previous season. However, if carry-over is 
reduced, exports may be about 110 million bushels, 
compared with 132 million last year. The corn crop is 
officially estimated to be 50 million bushels more than 
last year, and exports are expected to be close to 80 
million. Flaxseed and linseed oil supplies have declined. 

Exports of approximately 100,000 tons of edible oils 
are expected in late 1956, partly because crops of sun- 
flower seeds and peanuts are well in excess of last year’s 
crops, as a result of government policy. 

The meat industry in Argentina at present is much 
better off than a year ago. Receipts from cattle, sheep, 
and hogs in early 1956 were the largest in six years, and 
for the first time since the 1951-52 drought Argentine 
beef exports are substantial. Wool exports in the period 
from October 1, 1955 to April 15, 1956 were almost 50 
per cent greater than in the corresponding period a 
year earlier, and almost double the 1953-54 shipments. 
Source: The Journal of Commerce, New York, N.Y.., 

August 6, 1956. 


Argentine Rural Wages 


The Argentine Ministry of Labor and Social Security 
has published a decree establishing an increase of 20 per 
cent on the average for rural workers, retroactive to 
February 1 of this year. The percentage increase varies 
according to the region and the type of activity. About 
one million workers will benefit from the ruling. 
Source: La Nacion, Buenos Aires, Argentina, August 10, 


1956. 


Other Countries 


New Zealand's National Income 


New Zealand’s national income, at factor cost, in the 
year ended March 31, 1956 reached £NZ 846 million, an 
increase of 6 per cent over the year ended March 31, 
1955. Salary and wage payments rose by 9 per cent, to 
£NZ 469 million. Other components of national income 
also increased but at smaller rates. 

Gross national product amounted to £NZ 982 million, 
compared with £NZ 923 million a year earlier, an 
increase of 6.4 per cent. In 1953-54, gross national 
product had risen by 11.0 per cent, and in 1954-55, by 
10.3 per cent; the smaller increase in 1955-56 may be 
attributed in part to steadier prices in that year. Private 
and government capital formation increased both in 
actual amounts and as percentages of gross national 
product. It is estimated that £NZ 146 million, or 15 per 


cent of the gross product, was devoted to private fixed 


capital formation in 1955-56, whereas in 1954-55 the 
corresponding figures were £NZ 130 million and 14 per 
cent. Capital expenditure by the Government (including 
local authorities) increased from £NZ 82 million in 
1954-55 to £NZ 92 million in 1955-56, both figures 
representing approximately 9 per cent of the gross 
national product. Personal consumption expenditure 
increased from £NZ 607 million to £NZ 635 million, but 
its share of the gross national product declined from 
about 66 per cent to about 65 per cent. The cost of 
government-provided goods and services, which for a 
number of years had shown a declining trend in relation 
to the total value of production, increased fractionally in 
relation to national product. 

The balance of payments deficit on current account 
showed a slight improvement from the 1954-55 figure; 
as a result, total domestic expenditure exceeded gross 
domestic product by 
in 1954-55. 

Source: Reserve Bank of New Zealand. New Zealand 
News Review, Wellington, New Zealand, Au- 
gust 11, 1956. 


3.5 per cent, against 4.2 per cent 


Gold Coast Dollar Imports 


By Government Notice 108 of July 14, the Gold Coast 
has authorized import licensing on a temporary basis 
for additional commodities from the United States and 
Canada not formerly granted licenses. Under the Gold 
Coast's import control system, any importer may apply 
at any time for an import license to import dollar goods, 
but the Government’s policy has been to grant licenses 
only for dollar goods considered essential or which are 
not available from soft currency countries. The July 14 
notice does not change this basic control system, but 
draws attention to the Government’s willingness to license 
dollar goods of certain types on a short-term basis. Such 
announcements of short-term licensing arrangements for 
special goods are made from time to time, depending on 
foreign exchange availabilities. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., August 20, 1956. 


International Financial News Survey, written by 
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